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Below, please find the updated texi of a letter sent to Mr P Abbott McCartney of the FTC In 1999
('onccming business practices in Hie home video rental industry I understand that your oftice is
requesting comments 011 competition in the entertainment industry ,pocket #01-129), and felt this
would be of interest to you.

If ~~·ou ur your office have any questions, or ifyou ""ish ro discuss this further, please do not
hesitate to contact me t)n 1,4 J2) 684-1400

Dear ;vir T\.1cCartncy

I am a small business o\\'ner from suburban Pittsburgh, Pennsylvania. Our shop has been a part
of the neighbourhood since 1992. In that time, we have built up a loyal clientele, as well as a nice
line of work tl)r my tsmuly, and a few other tamilies in the area. By no means did I expect to
become wealthy with t.his business, but I t~'el that Tshould be rewarded for working, very
frequently, 14-hour days.

Recent changes in the video rental mdusUy have changed the game greatly fOl" aU of the
independent shops., the little guys who kCt.~p the economy going. According to industry sources
(Sideo Business ~1agazineand Video Store ~fagazine), as many as 400 independent video stores
are dusing their doors every month, never to reopen again. TIley are being put out of business
because tlley calmot ('..ompele with the major chains, the Blockbusters and Hollywood Videos, on
an even playing field.

Uver me past elghteen month.'), these two cha111S, in particular, have conspired to seek drastic."llly
lower prices on their rental product. Up untll the end of 1997, everyone, Blockbuster included,
paid around $70 a copy f()r all rental tapes. Blockbuster telt they were unable to succeed under
rllese equal tenus, and approached the studios about a change in the entire pricing stmcture of our
mdusl.1y. 'Il1e studios gave the larger chains "sweetheart deals" that precluded the vast majority of
our mdustry, the independent. chains and single stores, from receivmg sUllllar pricing

Tn a possible COllfipiracy, Blockbuster was able to reduce tlleir cost per tape greatly, to the point
that they pay Ol'\JE-11IIRD what tile independents pay fix the exact same ta~, accor~ to Video
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Busmess. No\-\', U1 additioll, Blockbuster has negotiated deals to ofter exclusive titles, denying the
mai,)rity of the mdustry from even being able to buy these tapes at any price!

In my six years in this industry, I have seen a lot of competitors come and go. However, we were
all competing on equal tooting. Now, we are seeing independent stores, some open since the
advent of video twenty years ago, going out ofbusiness at the rate of nearly 5000 a year!
Meanwhile, Blockbuster has seen their market share grow from 20% just a few years ago to 40%
today, as reported in Video Store J\.fagazine, \\lith a goal ofat least half of the video rental market
by as e.'1flyas the end of this ye.'1f. They are destroying competition in this industry, and have
colluded with the studios to ensure that what competition remftins cannot compete tairly.

WiTh Blockbuster's parent company, Viacom, oV\'1ung iitudios and television stations - as well as
one of the major video producers, Paramount Home Video, does it not seem tair to question if t.hey
are benefiting from an illegal and unfc'lir monopt.ly? Until recently, studios were not allowed to
0\'11 movie theatres because of the damage caused to independent theatre O\\iners. "The relevant act
was repealed in 1990, due in 11 large part to no longer being seen as necessary. However,
Blockbuster is benefiting from the exact same type of monopoly that was outlawed nearly 50 years
ago. Viacom., the parent company, controls the production., distribution, broadcasting, and rental
of their product. By charging other retailers more than their own rental arm pays, a situation of
Ulltilir trade eXists. E'.'ell Hollywood Video, which has received many of the same deals that
l31o-.:khllster negotiated, has been unable to get a tair deal with Paramount (Viacom) titles, to the
point thar Hus chain has boycorted certain video hiles., and will not cany them in their :o:;tore

Om main concern is that Blockbuster Video, and to 11 lesser but equally danlllging extent
Hollywood Video, has conspired to control the video rental industry, in violat.ion of anti-trust,
illegal pricing and various other untair trade statutes. We at Etna Video join many other
independent video retailers in urging the Federal Trade Commission to look into these practices to
ensure that no laws are being broken. Our teeling, on the front lines so to speak, is that something
15 not right, and we suspect that the FTC might very well be surprised at the practices m this
industry We are not asking tor any type ofassi:dance with our business, and are quite willing to
succeed or fail on our OW11 merits. However, we feel that we have every right to expect a level
pla;'lng field for ALL businesses in this industty. 'Thank: you tor your time and consideration in
this matter

Regards,

-~e~~
OW11cr, Etna Video

cc: Independent Video Retailers Group
The Honourable Richard Santorum, Senator
TIle Honourable Arlen Specter, Selk1IOr
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